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With thousands of hotels

in more than 100 countries,

our purpose is to provide

True Hospitality for everyone.

Holiday Inn London � Watford Junction, United Kingdom
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The Strategic Report on pages 2 to 51 was

approved by the Board on 18 February 2019.

George Turner, Company Secretary
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Strategic Report

IHG at a glance

We are one of the world�s leading hotel companies and our purpose is

to provide True Hospitality for everyone. By recognising and respecting

people and creating great guest experiences, we offer hotel brands

that are loved by millions of guests and preferred by owners. Through

our global reach we ensure True Hospitality also extends to our people,

the environment and local communities all around the world.

With our asset-light business
model, we predominantly
manage and franchise hotel
brands, and grow our business
by ensuring we have the right
offer for both guests and owners,
whatever their needs. Focused
on high-growth industry
segments and geographies, our
strategy involves strengthening
our established brands
and capitalising on opportunities
for our brand portfolio; building
and leveraging scale; developing
lifetime guest relationships; and
delivering revenue to our hotels
through the lowest-cost direct
channels. Underpinning our
entire strategy, our business
model and partnerships is a
clear commitment to operating
responsibly, brought to life
through our culture and talented
colleagues.

Our brands

Mainstream

Upscale

Luxury
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Central to our success are the
relationships we have with our
employees, guests, and
third-party hotel owners. Our
focus is on: ensuring our
high-quality owner proposition
is competitive; operating our
business with a targeted
allocation of resources; and
disciplined processes and risk
controls. This enables us to drive
sustainable growth in
our profitability and deliver
superior shareholder returns over
the long term.

2 IHG  |  Annual Report and Form 20-F 2018
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Financial highlights

Total revenue

$4,337m (+6.4%)

2017: $4,075ma

Revenue from reportable segmentsb

$1,933m (+11.7%)

2017: $1,730ma

Operating profit

$566m (-22.3% )

2017: $728ma

Operating profit from reportable segmentsb

$816m (+7.7%)

2017: $758ma

Total gross revenue in IHG�s Systemb
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$27.4bn (+6.6%)

2017: $25.7bn

Underlying fee revenue growthb

+6.5%

2017: +4.7%a

Total underlying operating profit growthb

$47m (+6.2%)

2017: $56ma

Revenue per available room (RevPAR) growth

+2.5%

2017: +2.7%

Our scale

We predominantly franchise our brands and manage hotels on behalf of third-party hotel owners; our focus is
therefore on building preferred brands and strong revenue delivery systems.

Total hotels (rooms) in the IHG System

5,603

(836,541)

2017: 5,348 (798,075)

Franchised hotels (rooms)

4,615

(576,979)

2017: 4,433 (552,834)

Managed hotels (rooms)

965

(253,566)

2017: 903 (241,370)
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Owned, leased and managed lease hotels (rooms)

23

(5,996)

2017: 12 (3,871)

Total hotels (rooms) in the pipeline

1,859

(270,948)

2017: 1,655 (244,146)

Where we operate

Group revenue from reportable

segments 2018 ($1,933m)b

Group operating profit from

reportable segments 2018 ($816m)b

Number of rooms (836,541)

a restated to reflect the adoption of IFRS 15 (see pages 109 to 113) in the Financial Statements.

b Use of Non-GAAP measures
In addition to performance measures directly observable in the Group Financial Statements (IFRS measures),
additional financial measures (described as Non-GAAP) are presented that are used internally by management as key
measures to assess performance. Non-GAAP measures are either not defined under IFRS or are adjusted IFRS figures.
Further explanation in relation to these measures can be found on page 36, and reconciliations to IFRS figures, where
they have been adjusted, are on pages 172 to 175.
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Total underlying operating profit growth and underlying fee revenue growth are stated at constant currency.
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Strategic Report

Chair�s statement

Final dividend

78.1¢

to be paid on 14 May 2019

(2017: 71.0¢)

Full-year dividend

Five-year progress (¢)

Return of funds

Since March 2003, the Group has returned over $11 billion of funds to shareholders by way of special dividends,
capital returns and share repurchase programmes.

Since 2014:

�$500 million special dividend paid 29 January 2019

� $400 million special dividend paid 22 May 2017

� $1.5 billion special dividend paid 23 May 2016

� $500 million share buyback completed in 2014

� $750 million special dividend paid 14 July 2014
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entral to IHG�s long-term success has been our commitment to evolve, adapt and innovate in order to keep improving,
and in 2018 we took significant steps to strengthen the execution of our strategy and lay the foundations for faster
growth.

Whilst the world�s changing economic, political and societal landscape means we will always operate amid challenges �
from competing tensions of globalisation and nationalism, to climate change � the prospects for our industry remain
strong. A growing global economy, expanding middle class, increasing disposable incomes and cheaper air travel
all underpin exciting growth prospects. Ready to meet that demand is a heavily competitive marketplace vying to
serve increasingly high consumer expectations around service, experience and technology.

At IHG, we are well placed to capitalise. Our successful asset-light strategy and focus on distinctive hotel brands that
meet guest needs and deliver strong owner returns is a proven one. This is illustrated by our global scale, the millions
of guests choosing our brands, the many long-standing owner relationships we have, and our respect within the
investment community for delivering strong, consistent shareholder returns. However, as we operate in a landscape of
increasing choice for consumers and investors, we continue to seek opportunities to execute our strategy in quicker,
more targeted and effective ways.

This was the focus of 2018: introducing clear strategic initiatives that strengthen our brand portfolio and loyalty
programme; our work with owners; how we use our scale, resources and technology to drive industry-leading net
rooms growth over the medium term; and deliver our purpose of providing True Hospitality for everyone.

To enable these initiatives, we have made necessary large-scale functional, cultural and personnel changes that will
transform our organisation and provide a stronger platform for future success. Encouragingly, whilst an acceleration in
our growth rate is a long-term commitment, our best openings and signings performance in a decade, alongside strong
financial results, shows we are already having an impact.

Focus on growth

As a Board, we want to ensure that a focus on accelerated growth adheres to the high-quality principles we uphold as
a business. This means maintaining our discipline, committing resources in keeping with our strategic direction, and
working with owners who share our values. Operating in this responsible way is central to IHG�s long-term track
record of delivering high-quality, sustainable growth for all our stakeholders.

A key role of the Board is to challenge and support the business in its corporate decision making, and we have a
breadth of diversity, skills and experience to draw upon in order to add value to the decisions we make as a company.
We strongly believe that different perspectives enrich a business and we recognise the importance of gender balance
too, with more than a third of our Board being female and half of our committees chaired by women.

4 IHG  |  Annual Report and Form 20-F 2018
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�Our focus in 2018 has been

strengthening the execution

of our strategy, and laying the

foundation for faster growth�.

In addition to collaborating as a Board with senior leadership on the implementation of organisational changes in
2018, significant moves to strengthen our brand portfolio were also on the agenda, with the $39 million acquisition of
a 51% stake in Regent Hotels & Resorts in July, and an agreement to rebrand and operate a collection of high-quality
properties in the UK. Both deals, and our recent acquisition of Six Senses Hotels Resorts Spas, illustrate IHG�s
commitment to strengthening our luxury presence.

In what was his first full year as Chief Executive Officer, Keith Barr has shown a great ability to lead the business and
engage external stakeholders during a significant period of change. On behalf of the Board, I would like to
congratulate Keith and his leadership team on injecting a fresh energy into IHG, and a renewed focus on working
collectively at speed to drive growth through attractive brands and strong owner support. Illustrative of IHG�s inclusive
approach is a commitment to launch a share plan for corporate colleagues outside of IHG�s senior leadership. The plan,
which is subject to shareholder and regulatory approval, recognises the role that all corporate colleagues play in IHG�s
success and our promise to ensure they have the opportunity to benefit as our Company grows.

Managing risk

Operating a business in more than 100 countries requires a considered and agile approach to managing risks
associated with our industry and evolving business model, actively taking opportunities to pursue growth and
managing risks carefully where we have less tolerance for uncertainty. Reflecting this and the Board�s responsibility to
uphold the highest ethical standards and corporate governance, we regularly review areas for improvement, training
and development.

In 2018, the Board attended presentations on key corporate governance, consumer, technology and cybersecurity
themes, and spent time reviewing opportunities to further increase transparency and enhance IHG�s trusted reputation
through changes related to the 2018 UK Corporate Governance Code.

On cybersecurity in particular, an external risk assessment was undertaken, which focused on industry specific issues,
our current capabilities, recent progress and a forward-looking plan that will remain in focus in 2019.

It�s important to remember that our scale also brings many opportunities. Not only does it allow us to manage volatility
and continue to grow our business, but it also provides a valuable platform to care for the environment and give back
to local communities within which we operate. This is extremely important to IHG. Contributing to a broader social
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purpose is something our colleagues are passionate about, and we know the actions we take are increasingly followed
by a wider range of stakeholders, from guests and corporate clients to investors.

We�re proud of our commitments in this area, and whether it�s by helping hotels better manage their carbon footprint,
creating a chance to build a career in hospitality, or offering support in times of disaster, it�s important to everyone at
IHG that we help.

Shareholder returns

I am pleased to announce that the Board is recommending a final dividend of 78.1 cents per ordinary share, an
increase of 10% on the final dividend for 2017. This results in a full-year dividend of 114.4 cents per share, up 10%
on 2017. During the year, the Board also approved a $500 million special dividend with share consolidation, which
was paid to shareholders in January 2019. This takes the total funds returned to shareholders since 2003 to
$13.6 billion, representing value through both our programme of asset sales (which concluded in 2015), and the
strength of our cash generative business model and ability to drive organic growth.

We continue to grow our business in a way that ensures shareholder returns do not come at the expense of other
stakeholders. Guided by our successful strategy, we�re able to invest in initiatives that drive growth, create a rewarding
culture for our colleagues, and deliver strong returns for owners, all whilst delivering on our commitments to
shareholders. As a Board, we will continue in 2019 to promote and instill the culture, values, systems and controls that
make this possible.

I would like to sincerely thank all colleagues for their hard work and commitment to IHG and our brands in 2018, and
our owners and investors for their continued confidence in our business.

Patrick Cescau

Chair

IHG  |  Annual Report and Form 20-F 2018  |  Strategic Report  |  Chair�s statement 5

Edgar Filing: INTERCONTINENTAL HOTELS GROUP PLC /NEW/ - Form 20-F

Table of Contents 17



Table of Contents

Strategic Report

Chief Executive Officer�s review

Key 2018 highlights

Total room signings

98,814

The highest number in a decade

New brands

2

Regent Hotels & Resorts and voco� added to brand portfolio

Total room openings

56,343

The highest number in a decade

IHG Concerto�

5,603

Global roll out to all hotels

n almost two decades spent with IHG, I have seen the Company reach many milestones, but the pace and scale of
achievements delivered in 2018 mark a period of important change, and an ambition to ensure our already
successful business is best

equipped to reach its enormous potential.
As one of the world�s leading hotel companies, we already have a family of much-loved brands, a strong loyalty
proposition, outstanding hotels, talented teams, and long-standing owner relationships in key markets globally. These
elements are the foundation upon which we have executed a clear and effective strategy, helping to significantly grow
our business in recent years and create substantial returns for all our stakeholders.
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When I became Chief Executive Officer in July 2017, it was with a clear vision to make our strategy work harder, by
strengthening our brands, guest experiences and owner proposition. Enabling these are reorganised functions, freed-up
capacity and a sharp focus on prioritised initiatives that together will further increase our competitiveness and
accelerate our growth, adding more high-quality hotels to our system at a faster pace.

As a result, there has been change within our business in 2018, and it is a real testament to all our colleagues that we
made such huge progress, whilst still driving strong operational and financial performance.

Accelerating our growth

As of January 2018, we combined our Asia, Middle East and Africa operating region with Europe, in order to allow us
to better use our scale, share best practice, and increase investment in specific markets.

More broadly, we moved to a new organisational structure that allows us to work faster and more effectively as one
global team. Two changes formed a key part of this work. Firstly, the integration of our Commercial and Technology
functions to help maximise revenue delivery and bring new products and services to market faster. Secondly, the
creation of a new Global Marketing Organisation which combines our brand, loyalty and marketing capabilities. This
change puts our full might behind new global teams responsible for driving the growth and performance of our
mainstream, upscale and luxury brands.

Using our new organisational framework, we outlined a series of strategic growth initiatives in February 2018, funded
by a reinvestment of $125 million in annual cost savings by 2020. These initiatives focus on optimising our brand
portfolio; enhancing hotel revenue delivery through digital and technological innovation that enriches the guest
experience; improving our owner proposition across development, hotel openings and performance; and strengthening
our IHG Rewards Club loyalty programme through personalisation and powerful partnerships.

Financial performance

While our initiatives are multi-year focused, significant progress in 2018, supported by new ways of working,
contributed to a strong annual performance. We delivered a 6% increase in underlying operating profit and our best
performance for openings and signings in a decade, leaving us well positioned for future growth.

Our Holiday Inn® Brand Family remains IHG�s growth engine, and represented almost half of total signings in 2018.
Driving this demand is our continued use of consumer and owner

6 IHG  |  Annual Report and Form 20-F 2018
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insights to improve experiences and returns through new designs and services. Equally, the work we are doing to
strengthen Crowne Plaza in the Americas through our Accelerate programme is also driving improvements in key
hotel metrics.

Another key highlight in 2018 was the growth of Kimpton Hotels & Restaurants, where we doubled signings
year-on-year, and secured a presence in 14 countries, including locations in London, Bangkok, Tokyo and Mexico
City. Equally impressive was the continued phenomenal demand for our newest mainstream brand, avid hotels, which
has 171 hotels in the pipeline and one property already open. On top of that we celebrated openings of our 200th
InterContinental, and 100th Hotel Indigo.

To help accelerate our growth, we�ve been clear that we will capitalise on opportunities for our portfolio too, and the
acquisition of a majority stake in Regent Hotels & Resorts was a key moment. Regent is a well-respected brand at the
top tier of luxury, where we know many owners want to work with IHG. We have repositioned the brand to appeal to
modern luxury travellers, and we are excited about the prospect of growing its portfolio from six hotels to more than
40 in the years ahead.

sit at the very top tier of our luxury offer, and our plans to launch a new all-suites upper midscale brand into the US
later this year.

Transformational technology

As well as the right brands, guests and owners want the right technology, and the global rollout in 2018 of IHG
Concerto� was a significant milestone.

This cloud-based technology platform, which includes our industry-leading Guest Reservation System, allows us to
bring together all our core hotel systems, providing the right mix of technology, data and functionality needed to
improve stay experiences and help owners drive revenue and performance. In 2019, we will develop a second phase
focused on enhancing the reservation experience, with hotels able to highlight attributes they know guests value, from
a particular room size to specific views.

Ensuring we offer the right platforms and experiences to deliver revenue to our hotels is crucial to our business.
Digital revenue, which is our lowest cost booking channel, grew by 13% in 2018 to $5.3 billion. Ensuring we find
more ways to enrich everything from bookings to stays and marketing, whilst placing the utmost importance on data
privacy and security, remains a significant priority for IHG.
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�Supported by our people,

strategic initiatives and positive

industry trends, we are confident

in our prospects.�

We also launched our new upscale brand, voco, which offers a different avenue of growth for IHG and is already
attracting strong interest. The brand will principally focus on conversion opportunities and work with owners of
high-quality hotels looking to quickly take advantage of a strong brand and systems to drive growth. We�ve
already opened two hotels and have another eight in the pipeline.

Supporting growth of both our Kimpton and voco brands was the deal in May to rebrand and operate a collection of
UK portfolio properties � an agreement which made IHG the leading luxury hotel operator in that market.

Continuing this momentum, in February 2019 we announced the $300 million acquisition of Six Senses Hotels
Resorts Spas, which will

Special culture

The scale of change achieved alongside our performance has not been without challenges but as I have travelled
around our business, the enthusiasm of colleagues to embrace change encapsulates IHG�s special culture, and we
continue to focus heavily on keeping people informed and supported.

We are proud to have been recognised as a 2018 Aon Global Best Employer for a second consecutive year, and listed
in the 2018 Hampton Alexander Review as one of the top 10 FTSE 100 companies for female representation across
our Executive Committee and direct reports. We place huge importance on our diverse and inclusive culture; and
several initiatives led by a newly formed Global D&I Board, which I chair, will ensure further progress.

For any company, having the right strategy, structure and growth initiatives in place is of course crucial, but we
recognise that ensuring we grow in a responsible way is equally important. Embedded in our business are a range of
standards, policies and programmes that engender the right culture among our hotels, offices and suppliers, and helps
us have a positive impact on the environment and local communities within which we operate.

Ensuring this is achieved across our operations, we embarked on 2018-2020 Responsible Business Targets during the
year, which broadens our focus to areas of environmental sustainability, community impact, our people and
procurement. This ranges from providing hospitality skills training to thousands through our IHG® Academy, to
helping our hotels reduce their carbon footprint and increasing the diversity of our senior leadership.

Supporting our targets around community impact, we also launched our new True Hospitality for Good programme,
which gives colleagues greater involvement in the IHG charity partners they wish to support, and puts more focus on
volunteering for great causes. Almost 140,000 colleagues took part in the programme in 2018, helping support
charities working to offer education and skills in hospitality, or providing disaster relief efforts globally.

We were delighted to be named an industry leader in sustainability for a second consecutive year on the S&P Dow
Jones Sustainability Indices, and more broadly to receive several notable awards that show the progress we continue
to make as a business. These include HICAP�s Merger and Acquisition of the year award for our Regent deal, and
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InterContinental Hotels & Resorts being named the world�s leading hotel brand at the World Travel Awards for the
12th time.

Thank you

I truly appreciate the amazing work and efforts of all of our colleagues in our hotels, corporate offices, and service
centres globally. The energy and passion that they have put into delivering our purpose of providing True Hospitality
is extraordinary. Thank you also to our owners for their partnership and confidence in our brands.

Supported by our people, strategic initiatives and positive industry trends, our prospects for growth are strong and we
look forward to 2019 with optimism.

Keith Barr

Chief Executive Officer
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Strategic Report

Industry overview
From growing consumer demand for branded hotels,
to an expanding middle class and greater disposable
incomes, we operate in an industry with growth
potential.

The global hotel industry is
a $525bn industry, made up
of 18 million rooms. 54% of
rooms are affiliated with a
global or regional chain
(�branded�), up from 50% in
2012, and 46% are
unaffiliated (�independent�).
The top five hotel groups,
IHG, Marriott, Hilton,
Wyndham and Accor
account for 25% of market
share, up from 19% in 2012,
and for 58% of the global
development pipeline of
hotels in planning or under
construction.

In what is a fragmented
market, competitor
pressures in the branded
space are intensifying as all
major players pursue growth
strategies through
acquisitions, organic growth
or diversification. As the
digital landscape has
evolved, consumer choice of
where to stay and how to
book has developed and
hotel companies compete in
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an environment that
includes Online Travel
Intermediaries and
alternative lodging
solutions, such as
peer-to-peer home rental
companies and serviced
apartments.

There are several metrics
that recognise industry
performance. RevPAR is an
important indicator of the
value guests ascribe to a
given hotel, brand or market
and grows when guests stay
more often or pay higher
rates. Rooms supply is
significant because it is
reflective of the
attractiveness of investing in
the hotel industry from an
owner perspective and is
influenced mainly by the
profitability of a brand or
market.

Driven by strong economic
fundamentals, the global
hotel industry has seen
growth in both RevPAR and
rooms supply for the past
nine years as part of a larger
travel and tourism sector. It
also plays an important role
economically, accounting
for 1 in 10 jobs around the
world.

The hotel industry is
cyclical; long-term
fluctuations in RevPAR tend
to reflect the interplay
between industry demand,
supply and the
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macroeconomic
environment. In the short
term, at a local market level,
political, economic and
natural factors such as
terrorism, oil market
conditions and hurricanes
can impact demand and
supply.

a  Source: STR, Inc

b  Source: Oxford Economics
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Trends shaping our industry

Demand for branded
experiences

Diverse consumer needs Power of the cloud

Growing consumer demand
for branded experiences
requires hotel companies to
continue to find new ways to
work with owners and
partners to meet
expectations.

Owners recognise the
strength of a branded offer,
and in addition to traditional
opportunities, are looking for
ways to affiliate with a brand
through light-touch
conversions or low-cost
construction techniques,
combined with features that
reduce operating costs. The
recent addition of multiple
new brands by big-branded
players illustrates the level of
capacity in the market
and industry appetite.

Over the last decade, IHG
has added our wellness focus
brand, EVEN Hotels, a brand
tailored to the Chinese
consumer, HUALUXE, and
following acquisition,
expanded Kimpton in the
global luxury space. We have
also launched avid hotels in

The consumer landscape
continues to evolve � from
millennials seeking
increasingly unique and
authentic experiences, to
baby boomers with money
and time to travel, both of
whom increasingly expect
technology to aid, inform and
enrich their stays.

From intuitive booking apps,
chatbots, and mobile
check-in/check-out, to smart
artificial intelligence
assistants and seamless wifi,
today�s guests expect
technology to be integrated
into many areas of the travel
experience. To meet this
trend, the ability of hotel
companies to work in
partnership with the right
technology providers has
become increasingly
important.

IHG has made good progress
in this area: from bespoke
online payment solutions to
Artifical Intelligence Smart
Rooms in some of our
InterContinental hotels,

Data generation, storage and
use has never been as
prevalent and important as it
is today. Cloud storage has
further changed the game,
giving accommodation
providers easy access to
real-time diverse data, that
enables a more personalised
and efficient service.

Operationally it allows
providers to use data to tailor
guest experiences faster, and
drive a more personalised
relationship with
them. With this trend comes
a growing responsibility to
handle data responsibly,
respecting consumer
preferences and rights.

IHG is a pioneer in
data-centric technology
innovation, from loyalty to
reservations and hotel
solutions. See IHG Concerto�
case study on page 21 for
more details.
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the mainstream segment,
upscale brand voco, which is
principally focused on
conversions, and acquired
both Regent and Six Senses
Hotels Resorts Spas in the
top tier of the luxury
segment. This reflects a
continued strategic focus on
offering more tailored
experiences to a diverse
guest base in the highest
opportunity segments and
markets.

which allows guests to use
voice commands to control
opening the curtains through
to ordering room service; and
the development of IHG
Studio with our avid brand,
which allows seamless direct
casting of entertainment from
guest smart devices
to in-room TVs.
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Our brands

In 2018, we evolved our marketing function to adopt a

comprehensive global approach to marketing and brand

development activities. This included organising our brands into

mainstream, upscale and luxury segments, in order to maximise

efficiencies, better focus resources and drive performance.

With a purpose to provide True Hospitality for everyone at our core, the changes we have made leave us better
equipped to keep our existing brands fresh and relevant, and to broaden our portfolio as we create the optimum mix of
options for both our guests and owners.

Alongside a strong loyalty proposition, innovation and technology, and enhanced operational solutions for our owners,
we are providing the foundations for industry-leading net rooms growth over the medium term. Reflecting the early
impact of our changes, we delivered our best openings and signings performance in a decade in 2018.

Mainstream

IHG is the clear global leader within the mainstream segment, with 16% of existing global market share by rooms and
25% of the pipeline. Our mainstream brands operate across the midscale and upper midscale market segments, from
full service hotels offering full-service facilities, to extended stay hotels which offer longer term accommodation
compared to a traditional hotel. We are focused on enhancing our iconic brands, launching fast-growing new ones and
expanding an already strong presence in extended stay.

Building on our mainstream strength, in February 2019 we announced plans to launch into the US a new all-suites
upper midscale brand, targeted at an underserved $18 billion industry segment.

  Annual industry Industry revenue
  global segment growth potential
  revenue to 2025
  $115bn $65bn
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Holiday Inn Hotels & Resorts®

One of the world�s most iconic and trusted brands, Holiday Inn is delivering warm and welcoming experiences for
guests staying for business or pleasure. With a breadth of property types from urban centres to beach resorts, the brand
continues to drive demand with a focus on service, improved guest room and public area designs, and new food and
beverage offers.

1,224

Open hotels

288

Pipeline hotels

Holiday Inn Express®

Our Holiday Inn Express brand offers guests simpler, smarter travel experiences. Demand for our industry�s largest
brand by rooms continues to grow, helped by new guest room designs and an enhanced breakfast offer that are leading
to greater satisfaction scores. In China, the brand�s tailored franchise model has contributed to record growth in 2018,
with 71 hotels signed.

2,726

Open hotels

784

Pipeline hotels
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Holiday Inn Club Vacations®

More than 340,000 families now make our Holiday Inn Club Vacations brand their choice for vacation ownership.
Continuing its impressive growth, the brand welcomed its 27th resort in 2018, further enhanced brand standards,
renovated more than 1,000 villas, and introduced attractive benefits to enhance the member experience.

27      

Open hotels

0

Pipeline hotels

Candlewood Suites®

Our US-focused extended stay brand, Candlewood Suites, continues to delight its long-term guests, and was named
2018�s number one hotel for midscale extended stay by Business Travel News. The brand has more than tripled in size
since it was acquired by IHG in 2004 and continues to grow strongly, with a new 2019 hotel design expected to add
further momentum.

396   

Open hotels

102

  Pipeline hotels

Staybridge Suites®
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Featuring thoughtful amenities and spacious suites that provide a break from the norms of conventional travel, our
extended stay brand Staybridge Suites was ranked first in its class for guest satisfaction in 2018�s J.D. Power survey
for North America. Growing strongly in the US and expanding internationally, the brand will benefit from fresh new
hotel designs rolling out globally.

276   

Open hotels

182

  Pipeline hotels

avid� hotels

Launched in September 2017, our avid brand has enjoyed huge success, with signings in the US, Canada and Mexico,
a development agreement in Germany, and one hotel already open. Priced below Holiday Inn Express, avid delivers
the essentials exceptionally well at good value for guests, and provides owners with an attractive brand that�s efficient
to build, operate and maintain.

1       

  Open hotels

171

  Pipeline hotels
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Our brands continued

Upscale

In a broad market segment, we continue to focus on ensuring we offer attractive brands that deliver distinct
experiences � from business travel to wellness-focused stays.

Improved service and modern designs will further enhance our existing brands as we grow them globally, and we are
creating new opportunities for owners to quickly take advantage of our scale, systems and expertise.

Annual industry Industry revenue
global segment growth potential
revenue to 2025
$40bn $20bn

Crowne Plaza® Hotels & Resorts

Our Crowne Plaza brand champions a modern way of business travel through distinctive stay and meeting
experiences. Recognised for award-winning innovative designs and marketing, the brand is focused on growing its
small-to-mid-size meetings offer and rolling out key service and Sleep Advantage programmes that are helping deliver
superior guest stays.

429   

Open hotels

79

Pipeline hotels

voco� Hotels

Launched in June 2018, our new distinctive upscale brand primarily focuses on conversion opportunities, offering
owners of high-quality unbranded hotels the ability to combine the character of an individual property with rich guest
experiences and IHG systems. Our first voco hotels are already open in Cardiff and on Australia�s Gold Coast, with
signings ahead of expectations.

2       8
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Open hotels Pipeline hotels

HUALUXE® Hotels and Resorts

The first upscale international hotel brand designed for Chinese guests, we�ve adapted and evolved HUALUXE using
consumer and owner insight to deliver a more competitive offer. Receiving awards for best business hotel brand,
HUALUXE is driving strong guest satisfaction scores, and will welcome two iconic new openings in 2019 �
HUALUXE Xi�anHi-tech Zone and HUALUXE Xi�an Tanghua.

8       

Open hotels

21

Pipeline hotels

EVEN® Hotels

With every square-foot of an EVEN property designed for travellers seeking a healthier and happier stay when away
from home, our wellness-focused brand is meeting an increasing demand from guests and owners. Predominantly
US-based, we are expanding internationally with pipeline properties in both Greater China and New Zealand.

10     

Open hotels

18

  Pipeline hotels

Hotel Indigo®

Already one of the largest global boutique hotel brands by number of hotels, we celebrated our 100th hotel opening in
2018 and our estate is set to almost double in size in the next five years. Serving growing demand for authentic local
neighbourhood experiences, we are increasing guest satisfaction scores and seeing new hotel signings reach
record levels.

102   

Open hotels

92

Pipeline hotels
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Luxury

With a strong heritage and expertise in luxury, we are growing our offer to ensure we cater for a range of needs
in desirable destinations, from the top tier of the luxury segment through to boutique luxury. In February 2019, we
further enhanced our offer with a $300 million acquisition of top tier luxury operator Six Senses Hotels Resorts Spas.
A comprehensive luxury proposition strengthens our loyalty offer, attracts more corporate customers and creates a
broader owner base to work with.

Annual industry Industry revenue
global segment growth potential
revenue to 2025
$60bn $35bn

Regent Hotels & Resorts

Our acquisition of a majority stake in the Regent brand in July 2018 gives IHG a vital presence in the top tier of
luxury. For decades a benchmark for the top tier of luxury hotels, we see potential to grow the brand to more than
40 key destinations � creating a luxury halo for our entire estate. With new hallmarks, designs and service, we have
evolved the brand for modern luxury travellers.

6       

Open hotels

3

Pipeline hotels
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InterContinental® Hotels & Resorts

The world�s first and largest luxury hotel brand celebrated its 200th opening in 2018, with new hotels including
Shanghai Wonderland and San Diego, and was named the world�s leading hotel brand at the World Travel Awards for
a 12th time. An enhanced Club InterContinental experience, global marketing campaign, new designs and luxury B2B
focus are helping drive demand.

204   

Open hotels

60

Pipeline hotels

Kimpton® Hotels & Restaurants

Known in the US for its highly-personal service and playful design, our Kimpton brand is now attracting strong
interest in key international markets. We finished 2018 having secured a presence in 14 countries, including openings
in Toronto and London and signings in Barcelona, Tokyo and Bangkok. The brand also ranked 6th on Fortune�s 100
Best Companies to Work For list.

66     

Open hotels

27

Pipeline hotels

For more information on our

brand portfolio see page 21.
Loyalty

One of the industry�s leading loyalty programmes, IHG Rewards Club is our way of ensuring that travel is experienced
the way it should be: personal, simple and rewarding.

IHG® Rewards Club

IHG Rewards Club helps build valuable relationships with members, strengthens their bond with our hotel brands,
drives direct bookings, and encourages guests to further explore our hotel portfolio. It allows us to create experiences
that truly reward guests for their custom, from promotions to partnerships, to welcome amenities and perks. We�re
focused on making those experiences even better.

In 2018, we launched two new US IHG Rewards Club co-branded credit cards, allowing customers to earn accelerated
rewards and enjoy additional travel benefits. We also integrated Kimpton�s loyalty programme, Kimpton Karma, into
IHG Rewards Club, giving Kimpton members access to all IHG�s brands, and IHG Rewards Club members a chance to
earn points and redeem Reward Nights at our Kimpton properties.
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We continue to innovate IHG Rewards Club to build stronger and deeper relationships with our guests, and to drive
high value revenue across our hotel estate. Loyalty members are seven times more likely to book direct, and over the
last four years we have increased loyalty room revenue contribution by 4%ppts to 43%. We are currently testing new
features designed to increase member engagement with variable point pricing, for roll out during 2019.
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Our business model

Through our business model, we predominantly franchise our

brands and manage hotels on behalf of third-party hotel owners.

As an asset-light business, we focus on growing our fee revenues

and fee margins, with limited requirements for capital.

Our asset-light strategy enables us to grow our business whilst generating high returns on invested capital.

Whether we franchise or manage hotels is largely dependent on market maturity, owner preference and, in certain
cases, the particular brand. For instance, in more developed markets such as the US and Europe, over 90% of IHG
hotels are franchised. By contrast, in emerging markets such as Greater China, 91% of IHG hotels are managed by
IHG.

Over time, we believe the Chinese market will move towards a franchised model. We successfully launched the first
tailored franchised offer for Holiday Inn Express in 2016 and have since expanded this to include Holiday Inn and
Crowne Plaza.

IHG�s owner proposition

We focus on ensuring our brand portfolio provides a differentiated offering for both guests and owners, and we
continue to invest in building a superior owner proposition. For our owners we have developed state-of-the-art
technology to drive hotel demand, be it through our mobile booking app, or our cloud-based hotel solutions. Our
distribution channels (call centres and booking sites, through which hotel rooms are marketed and booked), allow
hotel owners to reach potential guests at a lower cost. Over the last three years, the proportion of rooms revenue
booked through IHG�s direct and indirect channels, has been steadily increasing. For guests, we ensure different brands
deliver on their expectations, and we continually look to enhance our brand proposition and our IHG Rewards Club
loyalty programme.

For further information on

our brands see pages 10 to 13.
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While our business model means that we do not employ colleagues in franchised hotels nor do we control their
day-to-day operations, policies or procedures, IHG and its franchised hotels are committed to delivering a consistent
brand experience, conducting business responsibly, and delivering True Hospitality. See pages 22 to 25 for more
information.

How we generate revenue and deliver value

Revenue from reportable segments

Our revenue is directly linked to the

revenue generated by the hotels in

our system.

Franchised Managed
576,979 253,566
rooms rooms

Central Owned, leased and
Revenue is principally technology fee income,

(see page 49)

managed lease

5,996

rooms

Franchised hotels

From our franchised hotels we receive a fixed percentage of the room revenue following a guest staying at the hotel.
This is our fee revenue. We deliver value to our hotel owners through cultivation of hotel brands, economies of scale,
access to

shared systems and resources, guest demand across the brand estate and centralised marketing activity to drive hotel
guest bookings.
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Managed hotels

From our managed hotels we generate revenue through a fixed percentage of the total hotel revenue and a proportion
of the hotel�s profit. As well as the benefits we deliver through our franchise model, we drive value to our managed
hotel owners by optimising the performance of their hotels.

Owned, leased and managed lease hotels

For hotels which we own or lease, we record the entire revenue and profit of the hotel in our financial statements. Our
owned, leased and managed lease hotels have reduced from over 180 hotels 17 years ago, to 23 hotels at 31 December
2018.
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IHG revenue from reportable segments and the System Fund

System Fund

IHG manages a System Fund on
behalf of our third-party hotel
owners, who pay a contribution
into it. In addition, the System
Fund also receives proceeds from
the sale of IHG Rewards Club
points. The System Fund is
managed by IHG for the benefit
of hotels within the IHG system,
and is run at no profit or loss over
the long-term. In 2018 IHG
recognised $1.2 billion of revenue
in the System Fund. Key elements
of System Fund expenditure
included marketing and sales
activity, technology investments
including our Guest Reservation
System and our IHG
Rewards Club loyalty
programme.
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Our business model continued

Disciplined approach to capital allocation

Our asset-light business model is
highly cash generative and enables us
to invest in our brands. We have a
disciplined approach to capital
allocation ensuring that the business
is appropriately invested in whilst
maintaining an efficient balance
sheet.

Our priorities for the uses of cash are consistent with previous years and
comprise of:

Beyond this, we look to return surplus cash to shareholders through ordinary and special dividends and share
buybacks.

Our objective is to maintain an investment grade credit rating. One of the measures we use to monitor this is net
debt:EBITDA and we aim for a ratio of 2.0-2.5x. The ratio at 31 December 2018 was 1.7x. Following the adoption of
IFRS 16 �Leases� (see page 115), from 1 January 2019 we will aim to maintain a net debt:EBITDA ratio of2.5-3.0x,
which is equivalent to our guidance under the previous accounting standard.
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Final dividend

The Board has proposed a final dividend per ordinary share of 78.1¢. With the interim dividend per ordinary share
of 36.3¢, the full-year dividend per ordinary share for 2018 will total 114.4¢.

1. Invest in

the business

Through strategic investments and our day-to-day capital expenditures we continue to drive
growth.

2. Maintain sustainable growth in the ordinary dividend

IHG has a progressive dividend policy which means we look to grow the dividend per ordinary
share each year.

3. Return

surplus funds

In October 2018, we announced a $500m capital return to shareholders via a special dividend
and share consolidation. The special dividend was paid on 29 January 2019.

Capital investments net ($m)

Ordinary dividend progression (¢)

Shareholder returns 2003-18 ($bn)
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Dividend policy

The Board constantly reviews the Group�s approach to capital allocation and seeks to maintain an efficient balance
sheet and investment grade credit rating. IHG has a progressive dividend policy and excellent track record of returning
funds to shareholders through ordinary

and special dividends, and share buybacks, with the ordinary dividend seeing 11% CAGR since 2003. This is
in addition to special returns of funds detailed on page 198.

When reviewing dividend recommendations, the Directors also take into account

stakeholder interests, the long-term sustainable success of the Company and ensure that there are sufficient,
distributable reserves.

For more details on our dividend policy

and approach, see pages 4 and 50.

IHG�s outlook on capital expenditure
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Capital expenditure incurred by IHG can be summarised as follows.

Type What is it? Recent examples
Maintenance capital expenditure, key
money and selective investment to
access strategic growth.

Maintenance capital expenditure is
devoted to the maintenance of our
owned, leased and managed lease
hotels, which has reduced as we
have become increasingly
asset-light.

Examples of maintenance spend
includes maintenance of our
offices, systems and our owned,
leased and managed lease hotels.

Key money is expenditure used to
access strategic opportunities,
particularly in high-quality and
sought-after locations when returns
are financially and/or strategically
attractive.

Examples of key money include
investments to secure
representation for our brands in
prime city locations.

Recyclable investments to drive the
growth of our brands and our expansion
in priority markets.

Recyclable investments is capital
used to acquire real estate or
investment through joint ventures or
equity capital. This expenditure is
strategic to help build brand
presence.

Over time, we would look to divest
these investments at an appropriate
time and reinvest the proceeds
elsewhere across the business.

Examples of recent recyclable
investments in prior years include
our EVEN Hotel brand, where we
used our capital to build three hotel
properties in the US and established
a joint venture in a third to
showcase the brand. Over time we
expect to divest our interest in these
hotels.

System Fund capital investments for
strategic investment to drive growth at
hotel level.

The development of tools and
systems that hotels use to drive
performance. This is charged back to
the System Fund over the life of the
asset.

Recently we rolled out our new
pioneering cloud-based Guest
Reservation System, one of IHG
Concerto�s comprehensive set of
capabilities, which we developed
with Amadeus.
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Our strategy for high-quality growth

We have a clearly defined strategy designed to drive superior shareholder returns.

Our focus is on delivering high-quality growth, which means consistent, sustained

growth in cash flows and profits over the long-term. The execution of our strategy

is underpinned by a strong culture, talented people and a commitment to the

environment and our stakeholders.

Overview of strategy

Our Strategic Model focuses on value-creation by building preferred brands, delivering a superior owner proposition,
strengthening our loyalty programme, leveraging scale and generating revenue through the lowest-cost direct
channels. Our targeted portfolio, together with disciplined execution of our strategy and a commitment to doing
business responsibly, are designed to achieve industry-leading net rooms growth over the medium term.

Whilst executing our strategy we target the most attractive markets and segments, prioritising our resources and
investments based on growth potential, strategic importance and IHG�s ability to build scale. This reflects our ambition
to accelerate our growth trajectory and build on our strong global competitive position. Our brands operate in the
mainstream, upscale and luxury segments which in our view are the highest opportunity segments based on guest
needs. In addition, we focus on key countries and cities in markets where there is high growth potential, and look to
invest ahead of demand.

Our strategy is executed through a strong set of values, business behaviours and talented people.

Our strategy should be read together with

our culture, key stakeholders and doing

business responsibly (pages 22 to 25),

and our principal risks and uncertainties
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(pages 26 to 30).

For further information on our strategy,

go to www.ihgplc.com/about-us under

Our strategy.
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Strategic Model

Since becoming a stand-alone company 16 years ago our Strategic Model

has delivered superior shareholder returns. Our ambition is to accelerate

our growth further, delivering industry-leading net rooms growth over

the medium term, whilst doing business responsibly and delivering

True Hospitality for all.

The individual components of IHG�s Strategic Model are at the heart of our success and continue to align our
organisation to focus on the most important strategic initiatives and deliver our commitment to True Hospitality. This
approach helps us create value for our stakeholders and deliver high-quality growth for our shareholders.

Build and

leverage scale

Scale provides significant
advantages in the hospitality
industry at both global and national
level. IHG uses the breadth of its
portfolio, combined with our depth
in attractive markets and focus on
the highest opportunity segments,
to drive significant efficiencies,
leading to increased operating
leverage and ultimately higher
margins.

�  We achieved 4.8% net system size growth
in 2018.

�  In 2018 signings grew by 18% to
98,814 rooms, the highest in a decade.

�  We have built a strategic position in
Greater China with a domestic business
that has continued to outperform the
market.

For further information see our

accelerating our growth case study
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on page 20.

Strengthen loyalty

programme

Having an attractive, differentiated
loyalty offering tailored to our
guests� needs is critical to IHG�s
continuing success. We are
continually innovating

�  Over the past four years we have
increased our loyalty contribution by
4%ppts to 43%.

IHG Rewards Club to build
lifetime relationships with our
guests. This creates a sustainable
long-term revenue source and
transforms previously unaffiliated
travellers into powerful advocates
for our brands.

For further information on loyalty

and IHG Rewards Club see page 13.

Enhance revenue delivery By striving to drive business
through our direct channels, IHG
maximises returns for our owners,
as these channels are less costly
than alternatives such as
third-party intermediaries.

�  13% growth in room revenues delivered
through digital (web and mobile) channels
to $5.3bn.

�  Successful roll out of IHG Concerto�,
including the Guest Reservation System.

Digital and technological
innovation, alongside strong
brands and compelling loyalty, is
key in ensuring IHG continues to
manage revenue delivery
effectively.

For further information on

IHG Concerto see page 21.

Evolve owner

proposition

Within our asset-light business
model, maintaining positive
relationships with long-standing
owners and constantly forging new
owner relationships

�  We invest in our hotel lifecycle
capabilities, providing strong support for
our owners from signing to opening a
hotel, to future refurbishments.

is vital for IHG. Our outstanding
operational support, preferred
brands, industry-leading franchise
offer and continued investment in

For further information on how we

evolve our owner proposition see
our
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innovation delivers a compelling
owner proposition and strong
returns.

accelerating our growth case study

on page 20.

Optimise our preferred
portfolio of brands for
owners and guests

As competition intensifies,
distribution channels proliferate
and consumers become more
demanding, actively building a
strong portfolio of distinctive,
preferred brands for both our
owners and guests is fundamental
to IHG�s success and future growth.

�  We have successfully launched two new
brands, avid and voco, during the last
two years, and acquired Regent Hotels.

�  Continuing this momentum, in February
2019 we announced the $300 million
acquisition of Six Senses Hotels Resorts
Spas, which will sit at the top tier of our
luxury offer, and our plans to launch a
new all-suites upper midscale brand into
the US later this year.

For further information on our
brands

see pages 10 to 13.
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Our Strategic Model in action

In 2018, we took important steps to ensure our

business is best placed to execute our strategy

at pace, and we made progress on executing

against our strategic initiatives.

To see our regional highlights, please go

to pages 40, 43 and 46.

Accelerating our growth

We have consistently executed a clearly defined strategy and
delivered market outperformance over the past 16 years, whilst
returning $13.6bn to shareholders. To continue to outperform in
a changing and competitive environment, we set out a series of
strategic initiatives in 2018.

These initiatives redirected our
focus and resources to areas
where we can enhance our
proven business model, and
deliver industry-leading net
rooms growth over the medium
term.

To capitalise on the
opportunities ahead, we initiated
a comprehensive efficiency
programme to realise ~$125m
in annual savings by 2020, for

Outsourcing:

Following the outsourcing of
our Central Reservation
Office in the UK in 2017, we
have now also completed the
outsource of our call-centre
capabilities in the US. IHG
continues to leverage
opportunities with strategic
supplier relationships to
accelerate our
technology roadmap.

Holiday Inn Express

Hong Kong Kowloon East,
China

On the left, in the
background: Crowne Plaza

Hong Kong Kowloon East,
China

Edgar Filing: INTERCONTINENTAL HOTELS GROUP PLC /NEW/ - Form 20-F

Table of Contents 52



reinvestment to drive growth.

Build and leverage scale

From January 2018, we adopted
a new organisational structure,
which redeployed our resources
to better leverage our scale and
accelerate our growth. We made
these main changes:

New regional operating
structure:

Our Europe and Asia, Middle
East and Africa regions have
merged to become Europe,
Middle East, Asia and Africa
(EMEAA), allowing us to
leverage scale to share best
practice and increase investment
in markets with the highest
growth potential.

Integrating Commercial and
Technology:

The combination of our
Commercial and Technology
functions brings together our
sales, channels, revenue
management and technology
capabilities, allowing us to
maximise revenue delivery and
bring new products and services
to market faster.

Global Marketing
organisation:

A new global function brings
together our brand, loyalty and
marketing capabilities to drive

Strengthen loyalty
programme

Our IHG Rewards Club
loyalty programme is well
positioned as one of the
industry leaders but we are
focused on creating a more
personalised and
differentiated offer,
leveraging the right
partnerships for our members.
See page 13 for
more information.

Enhance revenue delivery

To further enhance our strong
digital and technology
platform, we are prioritising
innovations that increase
direct revenues. See our IHG
Concerto case study for
more information.

Evolve owner proposition

IHG�s enterprise is designed to
deliver an industry-leading
owner proposition, and
optimising owner returns
remains at the heart of our
strategy. To unlock further
growth, we are enhancing our
offer by increasing
investment in development
and owner support, and
extending our
leading franchise offer in key
markets with specific brands.

Optimise our preferred
portfolio of brands for
owners and guests
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greater agility and efficiencies.
Brands are organised globally by
mainstream, upscale and luxury
to drive clear accountability for
brand performance and growth.

We are focused on delivering
high-impact enhancements to
our existing brands and using
a targeted, insight-driven
approach to further broaden
our portfolio for guests and
owners. See our brand
portfolio case study, on the
next page, for more
information.
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IHG Concerto�

IHG Concerto provides our hotels with the most sophisticated cloud-based technology platform in the industry.

A pivotal point in IHG�s ambitious technology roadmap, the global roll out of IHG Concerto was completed in 2018,
with additional functionality set to be introduced in a phased launch later in 2019.

IHG Concerto brings together a comprehensive set of capabilities, including IHG�s industry-leading Guest Reservation
System and an enhanced Revenue Management System, into one single, seamless hotel management tool. In 2018,
hotel feedback has been overwhelmingly positive with regards to the simplicity and ease of navigation of the new
system, the modern intuitive interface, and the ease of the General Manager�s dashboard, which enables them to better
manage a hotel�s performance.

As IHG Concerto enters the next phase of its development and we continue to evolve our industry-leading Guest
Reservation System, we will deliver an even richer guest experience, with better presented content and attributes that
guests value, such as views and room sizes, highlighted for ease.

IHG Concerto adding value:

� Thanks to a more efficient management system, hotel colleagues have more time to deliver richer experiences to
guests;

� Owners benefit from smarter revenue management tools; and

� In the future, guests will be able to customise their stay based on features they find important � made possible by
new ways of classifying and selling room inventory.

5,603 hotels

Global roll out of IHG Concerto�

to all hotels
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For further information about

our Brands see pages 10 to 13.
Enhancing our brand portfolio

IHG�s continued success relies on ensuring our existing brands remain fresh and relevant to changing guest and owner
needs, and that we add new brands in areas of high demand.

We made significant progress in 2018, including:

� Continued roll out of new room and public space designs and service enhancements for our Holiday Inn and
Holiday Inn Express brands.

� Extending our franchise offer in Greater China to our Holiday Inn and Crowne Plaza brands, following the rapid
success of our tailored Holiday Inn Express Franchise Plus model.

� Continued international expansion of Kimpton Hotels & Restaurants in key destinations including Tokyo,
Barcelona, Frankfurt and London.

� Agreement to rebrand and operate a collection of UK portfolio properties � a deal which made IHG the UK�s leading
luxury hotel operator.

� In mainstream: our first avid property is open in Oklahoma, US; we have 171 properties in our pipeline;
and we�ve signed a Multi Development Agreement in Germany.

� In upscale we launched our voco brand in June, with two hotels already open and another eight in the pipeline
across our EMEAA region.

� In the top tier of luxury we acquired a majority stake in the Regent Hotels & Resorts brand. Following a brand
repositioning, we have signed three hotels since acquisition in Kuala Lumpur, Bali and Chengdu.

� Continuing this momentum, in February 2019 we announced the $300 million acquisition of Six Senses Hotels
Resorts Spas, which will sit at the top tier of our luxury offer, and our plans to launch a new all-suites
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